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in such large classes of cases bears no proportion to the earn-
ing capacity or productiveness of the property clearly cannot
be successfully defended. We can again agree with the rail-
road tax commission in their conclusion that the tax on the
value of the capital stock is " clumsy and devoid of scientific
merit," that it " would admit of evasions in a most obvious
way," and that "it is impossible of any general application." l

The New York statute which governs the taxation of cor-
porations for local purposes requires the capital stock to be
assessed "at its actual value in cash." In determining the
"actual" value, the assessors may take "book value," i.e. a
value obtained by estimating the assets separately and
deducting from the aggregate the total amount of the liabili-
ties, actual or contingent.2 The latter method is employed
when the market value of the stock is fictitious or artificially
inflated, but in principle is open to precisely the same criti-
cism as the other method. In fact, the objections are rather
stronger ; for, whereas in the case of the tax on capital stock
according to market value the bonded indebtedness is not
taxed at all, in this case the bonded indebtedness is actu-
ally deducted. Under the New York law it has been recently
decided that " capital stock " does not necessarily mean share
stock, but the capital owned, the fund required to be paid
in and kept intact as the basis of the business enterprise.
When the capital is undisclosed, the assessor may consider
the market value of the shares as an aid in discovering the
capital, but not as the thing to be valued arid assessed. 8

The capital stock at its par value. This method is open to
all the objections of the preceding and to many more in
addition. Moreover, it is peculiarly liable to evasion. For
example, in New York it is a common practice for corpora-
tions to evade the organization tax by issuing a nominally

1 Report, eto., p. 7. Of. the Report on the Valuation and Taxation of
Railroads, to the Pennsylvania Tax Conference, 1804, written by Mr.
Joseph IX Weeks.                                                    2 107 N. Y. 641.

8 People vs. Coleman, 126 N. Y. 433, distinguishing many preceding eases*
So.e also People vs. Commissioners, 72 Hun 126 (1894),